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INFLATION EXPERIENCE OF TWO 
OREGON BUSINESSES 


Eprtor’s Note: On October 20 and 21, 1947, the sub- 
committee for the West of the Congressional Joint Com- 
mittee onthe Economic Report held hearings in Portland, 
Oregon. The topic of these hearings was rising living 
costs. Testimony was given by labor representatives, 
consumer groups, and businessmen. The prepared papers 
of two of the latter are published below. One gives the 
experiences and policies of arctailer, the other those of a 
producer. 


DEPARTMENT STORE 
Harry A. D. Suitu 


Vice-President, Western Department Stores, and General Manager, 
Olds, Wortman & Kinga. 

This committee, as I understand it, is seeking causes 
for higher prices. Naturally it is interested in knowing 
if the retailer is in any way responsible. I am sure the 
information which will be presented in Portland, as well 
as in other cities where similar hearings have been held, 
will indicate conclusively that the retailer is not only 
blameless but actually is the greatest force in this coun- 
try opposed to higher prices. 

Retailers such as ourselves operate on the percentage 
principle. Our selling costs, for example, are ordinarily 
a fixed percentage in each department. That means that 
an amount such as 5 per cent of every sale goes to the 
salesperson. These percentages are generally the same 
now as before the war. Rent in our store, as in many 
others, is based on a percentage of sales. Most other 
expenses are held to percentages that our experience 
has indicated will yield us a fair profit. 

INITIAL MARKUP FOR DEPARTMENT 
AND SPFCIALTY STORES* 


194; 






































* Source: 1946 N.R.D.G.A. Controllers’ Congress, ‘“‘Departmental 
ppecchggeiting and Operating Results of Department Stores and Specialty 
tores 


The committee will be interested to know that the per- 
centage we add on to merchandise to cover these costs 
and to yield a profit is lower today than before the war— 
in fact, our store today is operating at an initial markup 
lower than during the depression years of the 1930s. 
However,‘as you will note from the table above, gener- 
ally the initial percentage added on to cost is about the 
same in all years in the average store. 

If retailers were inclined to contribute to the raising 
of prices, this percentage would be higher. That it is not 

(Continued on page 6) 


THE SHORTAGE OF HOUSING IN 
THE PACIFIC NORTHWEST 


Dr. BAYARD O. W HEELER* 


Housing Economist, Scattle, Woashingtor 


A total of 192,600 additional permanent family dwell- 
ing units are needed today in the Pacifc Northwest.’ This 
is the minimum required to attain the 1940 ratio of dwell- 
ings to families. The number varies among the five states 
of Oregon, Washington, Idaho, Montana, and Wyoming 
according to recent population increases and rate of 
family formation. Washington has the largest aggregate 
need, with Oregon a close second. There is no additional 
need, state-wide, in Idaho and Montana, although veter- 
an’s families seeking homes in urban centers in either 
state probably find a shortage of houses. Comparative 
gross need among the various states and the inventory ot 
dwelling units in 1940 are shown below. 

Additional Dwelling 


Units Needed Today 
(Estimated) 


Total Dwelling 
Units 1940 
(U.S. Census) 
Washington $90,439 
Oregon . 369,811 
Idaho . 152,835 
Montana ; 22,717 177,443 
Wyoming 4,493 76,868 


192,668 1,367,396 


State 




















Regional total 


Causes of Current Housing Shortage. The current 
housing shortage arises from three main causes: popula- 
tion increase, increase in the rate of family formation, 
and an inadequate volume of new construction. The addi- 
tional units needed are associated with the increase in 
families since 1940. The latter in turn is a function of 
population growth and rate of family formation. 

Population growth in Oregon and Washington by 1946 
amounted to 33.3 per cent and 29.8 per cent of the 1940 
total, respectively. Wyoming gained 4.8 per cent, but 
Idaho lost 10 per cent and Montana 14.5 per cent. The 
populatic . in 1940 and the current totals by states are as 
follows: 

1940 Population 1946 Population 


(U.S. Census) (Estimated by Bureau 
of the Census) 


Percentage 
Change 
State since 1940 
Washington 
Oregon 
Idaho 
Montana 
Wyoming 








250, 742 
4,160,946 





Reigonal total 





*Wayne Daugherty, regional economist, 
Administration, 
data. 

1 An earlier estimate made by the author in “Housing Need in 
the Pacific Northwest,” Pacific Northwest Industry, Aug. 1947, 
placed total housing need at 101,800. Subsequent estimates of 1946 
population for the five Northwest states released by the Bureau 
of the Census show a greater population for the area and different 
figures for individual states than those available to the author 
when he wrote the earlier article. The census figures are used in 
this article and the need for dwelling units is adjusted accord- 
ingly. 


Public Housing 
Region I, collaborated in gathering statistical 


(Continued on page 2) 
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THE SHORTAGE OF HOUSING IN 
THE PACIFIC NORTHWEST 


(Continued from page 1) 


in each of the five states there are more families per 
1,090 pe; ulation than in 1940. The exact rate of family 
formation in 1940 is shown in the table below. The 
‘iicrease since 1940 in each state is unknown, but it is 
reasonable to assume that it at least approximates the 
estimated national average of 4.3 per cent to July 1947, 
-hswn by the United States Census release Series P-46, 
No. 4+of June 1, 1946. The 1947 number of families per 
1,000 population and average family size is estimated 
from this average. 


Number of Families 


Average Fam:ly Size 
Per 1.000 Popuiation 
1940 1947 


; (Persons per camily) 
State 1940 197 
Washington ... 
Oregon . 
Idaho 
Montana 
W voming 


326.7 
326.7 
294.1 
303.0 
294.1 








Housing market analysts find these figures especially 
interesting when applied to the demand for housing. 
Families are smaller and there are more families per 
1 GGO population in the two coastal states than in the 
interior. The demand for housing, with a given popu’..- 
tion, 1s greater in Oregon and Washington, but the size 
»f dwelling units required is comparatively smaller. 


Need in Urban Centers. The figures above are aver- 
ages applied state-wide, and fail to reflect more-acute 
shortages in urban centers. Many cities, especially along 
the Coast, have experienced a substantial residual of war 
in-migrants from farms and other cities. It is no surprise 
that the search for shelter is the number-one problem in 
many cities of the Pacific Northwest. 

Surveys of dwelling-unit vacancy and occupancy in 
selected Northwest cities, made in 1946 by the Bureau 
of the Census and the Bureau of Labor Statistics, show 
that the percentage of all occupied private dwelling units 
containing “doubled up” or extra families ranged from 
6 per cent in Seattle, Walla Walla, and Billings to 3 per 
cent in Pendleton. The percentage of extra families in 
veteran-occupied units was more than double the average 
for all units in most states. House hunting and living 
accommodations were no joke for veterans in Seattle or 

sillings, where 15 per cent of veteran-occupied units 
contained extra families; nor in Idaho Falls and Salem, 
where the figure was 12 per cent. In fact, no recorded city 
fell below 8 per cent. 

A more-recent survey of the Portland and Seattle 
areas by the Census Bureau, in April 1947, shows some 
improvement in the housing of extra families. The per- 
centage of units with such families stood at + per cent in 
Portland and 3 per cent in Seattle. For veteran families, 
the percentage was higher, with 9 per cent of households 
with extra families in Portland and 6 per cent in Seattle. 

The congestion in urban areas is obvious when the 
prewar average vacancy rate of some 5 per cent is com- 
pared with a current 2.7 per cent of all habitable, non- 
seasonal private dwelling units in the Portland area and 
2.9 per cent in the Seattle area. The vacancy rate appears 


smaller for smaller cities. In the 1946 surveys, the rate in 
Great Falls and Billings stood at 0.5 and 0.7 per cent, 
respectively ; Cheyenne, 1.1; Boise, 1.4; Idaho Falls, 1.0; 
Walla Walla, 1.0; Salem, 0.9. Spokane was the only large 
city with a vacancy rate at the level of the smaller cities, 
0.8 per cent. 

IXven in normal times, a sizeable number of vacar’. 
units are usually of low quality and frequently unfit tor 
use. They are generally the last to be occupied in a tight 
market, as many veterans now realize in their search for 
shelter. 


Substandard Housing. Substandardness is not only 
characteristic of vacant units; a surprisingly large num- 
ber of occupied units are in need of major repairs or lack 
inside plumbing. Case siudies throughout the country 
have shown that lack of an inside flush toilet or bath or 
need of major repairs is a reliable index of low housing 
quality and general substandardness. Substandard hous- 
ing is a major source of cost to the public in police and 
fire regulation, disease, crime, and delinquency. 

The 1940 census figures indicated that Washington 
had 224,628 dwelling units, or 38 per cent of all units, 
in need of major repairs or without private bath or pri- 
vate flush toilet or running water in the dwelling unit. 
Oregon had 153.929 or 42 per cent; Idaho, 94,860 or 62 
per cent; Montana, 115,588 or 65 per cent; and Wyo- 
ming,, 46,807 or 61 per cent. The average for the five 
states was 47 per cent; the number of substandard units 
totaled 635,812. 

Substandard rural farm housing units may perhaps be 
considered a negligible source of family and social dis- 
tress. However, the number of substandard urban and 
rural nonfarm units is seriously large; the 1940 figure is 
395,082 units for the area, or 29 per cent of all dwelling 
units. The replacement or improvement of these units 
alone would be a staggering job for builders and con- 
struction labor today ; but, when that task is added to the 
current shortage of 192.600 family dwelling units, the 
total construction backlog is stupendous. 

It the demand of war-enriched families now dissatis- 
fied with their existing accommodations is added to the 
total need, the housing problem is revealed in full pro- 
portion. There is no satisfactory method of assessing the 
total value or additional number of dwelling units desired 
by these families. There is reason to believe, however, 
that many if not most of the new homes built over the 
past year were purchased by this group; only families 
in the top one-third of the income bracket could afford to 
pay $8,000 or more for a home. 

Local surveys of veteran income and housing need 
indicate that few veterans can afford to invest in new 
houses at present prices. Most of them have moved in 
with relatives or into the “hand-me-down” units left by 
higher-income families. 


Prewar and Wartime Construction. As suggested 
above, increased rate of family formation, migration 
from farms to cities, and in-migration from outside the 
region during the war, plus increased family purchasing 
power, have all contributed to the current housing short- 
age. No less important was the accumulated deficit of 
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dwelling units at the outbreak of the war. The nation- 
wide shortage increased during the depression of the 
1930s ; it was not until 1939-40 that the annual produc- 
tion of units approached the number of new families 
formed yearly. 

The war reversed that trend ; construction was limited 
to those units required to meet the most urgent needs in 
congested war-production centers. Private residential 
building, under the Federal government’s H-2 and H-3 
programs, was relatively high in all five states in 1940; 
thereafter the drop was precipitous; the low point was 
reached in 1943 in Idaho, Wyoming, and Montana, and 
in 1945 in Washington and Oregon. The following 
figures show the severity of the declines for those states 
for the respective vears given. Montana dropped from 
$4,900,000 to $400,000; Idaho from $6,900,000 to 
$800,000; Wyoming from $4,600,000 to $1,000,000; 
Oregon from $22,300,000 to $10,500,000; and Wash- 
ington from $42,200,000 to $20,400,000. 

Government-built family dwellings contributed to the 
bulk of the supply throughout the war vears. Some 82,000 
units were constructed by the Federal Public Housing 
Authority and by local housing authorities in the five 
Northwest states.* The share of the individual states was: 
Washington 
Oregon 
areas 
Wyoming 

In addition, the Army. Navy, and Coast Guard built 
units on their own account, although most family dwell- 
ings for military personnel use were constructed by 
F.P.H.A. 

Between 1940, the date of last official count of dwell- 
ings, and 1947 the volume of construction in the North- 
west approximated 202,740 units, net—farm and non- 
farm. Private construction accounted for some 141,240 
and Federal about 61,500 (the number remaining of the 
82,000 built during the war). Oregon and Washington, 
with their larger populations, naturally made the greatest 
aggregate gain, as shown below. 

Dwelling Units Built 
Enterprise, 


1941 through 
March 1947°* 





51,900 
24,500 

















Units Built by 
Federal & Local 
Governments, 
Net Remainina 
May 1947° 
35,982 


State 
Washington 
regon 
Idaho 
Montana 
Wyoming 

















Regional total 14 1 244 61,492 








* Computed from records of the Federal Home Loan Bank Board, the 
Department of Commerce, and the Federal Public Housing Authority. 


As soon as local communities can find housing for 
families now in temporary public units, approximately 
8,750 demountable dwellings will be dismantled and 
32,750 “temporaries” disposed of through demolition. 
This is required by Federal legislation and agreements 
with communities. The total of 41,500 families in these 
units offers a large immediate market for the private con- 
Struction industry and accounts for a substantial portion 
of present need. The remaining 20,000 Federal units are 
permanent units built to meet local code requirements. 
They are in process of sale to present occupants and 





2 The Federal Public Housing Authority was recently re- 
named the Public Housing Administration. 


veterans or are being used for the housing of low-income 
families under the management of loca‘ly organized and 
operated housing authorities. 


The Record Since V-J Day. What does the record 
show since V-J Day? How have sabor, industry, and 
government met the challenge of at: “emergency” hous- 
ing need? What steps have beer: taken to correct the long- 
standing deficit in housing quai:.9 and quantity for lower- 
and middle-income families ? 

The answer seems obvious-- ‘he housing emergency 
is still with us. For the long ruis, there is little evidence of 
widespread cost-reducing methods or greater efficiency 
in home construction. We are currently stalled in develop- 
ing a long-range program for lower-income families who 
are now forced to live in substandard units. 

In the bright days immediately foilowing the Japanese 
capitulation in 1945, the construction inuustry converted 
to peacetime operation with little delay. War Production 
Board Limitation Order 41 was prumptly scrapped, and 
the way was clear to build any type of structure—com- 
mercial, industrial, or residential. In addition, raw- 
material allotment was retained by the Federal govern- 
ment to assure the flow of scarce raw materials to bui'c- 
ing-materials manufacturers. By late 1945 it became 
obvious that it was more profitable to build stores, fac- 
tories, and amusement places than to build homes. Home 
builders fared poorly in the scramble for men and 
materials. They asked for assistance, and on January 15, 
1946 the Civilian Product'on Administration issued 
Priority Regulation 33. This established preferential HH 
priorities on scarce materials to assure usage in construc- 
tion of veteran housing units costing $10,000 or less or 
renting for $80 or less a month per unit. That this was 
considered inadequate to meet emergency need of vet- 
erans became apparent in the creation of the Office of 
Housing Expediter by Executive Order 9686 on Janu- 
ary 26, 1946. Wilson Wyatt was promptly appointed 
expediter, and on February 7 his report to the President 
recommended : 


(1) Construction of 2,700,000 low- and moderate-cost 
homes by the end of 1947 ; 1,200,000 to be started in 1946 
and 1,500,000 in 1947. 


(2) Preference to veterans in rental or purchase « f 
these homes. 


(3) Recruitment and training of 1,500,000 additional 
workers, on-site and off-site, by the middle of 1947. 


(4+) Postponement of all deferable and nonessential! 
construction for the remainder of 1946. 


(5) Rapid expansion of factory fabrication of com- 
plete low-cost homes, as well as of housing materials and 
parts, by making materials available and guaranteeing the 
market for the product. 


(6) Expanded production of conventional and new 
types of materials through premium payments, guaran- 
teed markets, priorities, wage and price adjustments, use 
of war plants, and rapid tax amortization. 


(7) Insured mortgages on low-cost homes up to 90 
per cent of value on necessary current costs. 
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(8) Local participation through emergency housing 
committees in towns and cities. 


(9) Early adoption by Congress of the long-range 
Wagner-Ellender-Taft Housing Bill. 


These were the major recommendations, many of 
which were written into law in the Veterans’ Housing 
Emergency Act of May 22, 1946. But under the terms of 
the Wolcott Bill, recently enacted, the Emergency Act is 
now defunct except for minor controls on sale or rental 
to veterans. A long-range housing bill has yet to be 
enacted. 

Features of the Wyatt emergency program of particu- 
lar interest to the forestry industry of the Northwest 
were the use of Federal funds to build access roads in 
timbered areas and permission from the Department of 
Agriculture to overcut timber beyond normal yield for 
an emergency period in certain localities. In the field 
of wood products, there was authority to control produc- 
tion of every sawmill in an effort to boost the output of 
construction grades of lumber and flooring, provision 
for premium payments to plywood manufacturers, and 
a waiver of import duties on imported timber, lumber, 
and lumber products. 

These and other provisions were carried out through 
the issuance of directives and priorities regulations by 
both the C.P.A. and the housing expediter. Priority 
Regulations 1 and 5 are the most generally known. 


Record of the Wyatt Program and After. By the 
end of November 1946, the box score on units started 
and completed throughout the nation since the beginning 
of the year showed 946,900 starts and 584,300 comple- 
tions. New permanent units started totaled 630,300, and 
completions 395,800. The remainder came from conver- 
sions, use of trailers, and movement of Federally owned 
“temporary” units from war centers to distressed colleges 
and cities. Such housing was provided by the F.P.H.A. 
under Congressional amendment to Title V of the Lan- 
ham Act. In the Pacific Northwest some 7,000 units were 
made available, without cost for the buildings or their 
removal and re-erection, to colleges and cities in each of 
the five states and Alaska. 

Despite this record, which exceeded the earlier 1946 
outlook for housing “starts” in that year by some 400,000 
units (130,000 permanents), or perhaps because of it, 
relaxation of controls began in November. Price ceilings 
were removed on building materials in that month, and 
with further dilution in the offing Wilson Wyatt resigned 
as expediter on December 4. Frank R. Creedon became 
expediter under a revised program permitting nonveter- 
ans to build for their own occupancy up to 1,500 square 
feet of floor area and substituting permits for priorities. 
Major emphasis was to be placed on rental housing, and 
to that end provision was made for Federal Housing 
Agency guarantee of mortgages on construction of new 
rental properties up to 90 per cent of the value at 4+ per 
cent interest. 

The anticipated upsurge of residential construction 
did not take place. On the contrary, the total number of 
starts in the nation during the first quarter of 1947 fell 


to 166,800, compared to 192,400 in the first quarter of 
1946. For privately financed permanent homes and apart- 
ments started during the first four months of 1947, the 
record shows 5,100 fewer than for the same period of 
1946. Despite this, the number of starts in 1947 is the 
highest, with the exception of 1946, since the mid-1920s, 
and the number of completions (229,600 to May 1) 
exceeds by more than two and one-half times the number 
in the same period last year. Additional optimism can be 
found in reports for August showing 85,000 starts, and 
monthly totals since April exceeding comparable months 
ot 1946. Also, the length of the construction period is 
down from 8-9 months in 1946 to 3-4 in 1947. Improved 
building-material supply has helped, and the current high 
rate of production indicates that supply of materials 
should not be a limiting factor in home building this year. 
Some materials, however, are in short supply at the 
building site because of local distribution problems. These 
usually include hardwood flooring, cast-iron soil pipe, 
plaster, and some plumbing fixtures. 


Cause of 1947 Slump in Starts. Why is construc- 
tion lagging behind need? Reports from builders and 
real-estate operators suggest high construction costs. 
Most F.H.A. field offices in the Pacific Northwest report 
current cost indexes for standard-quality, privately con- 
structed dwelling units to be at 210 to 220 per cent of the 


~ 1939-40 level. Shoppers in the housing market on the 


Coast are all too familiar with the $9,000-S10,000 new 
two-bedroom house that would have cost $4,500 to $5,000 
in 1940—probably with more floor space and conven- 
iences. Prices for old houses have risen in like proportion, 
or even higher in many centers, although there has been 
some downward adjustment for houses in higher wage 
brackets in recent months. 

Current high costs are not alone a function of higher 
material and hourly labor costs. Work stoppages at the 
construction site because of spotty receipt of materials, 
use of more-costly substitute materials and equipment, 
jurisdictional disputes, greater overtime required in job 
completion, and contingency costs or charges by builders 
in an uncertain market have all contributed. The prime 
factor, however, is the upward spiral in building-materals 
prices. Since August 1939 to the end of July 1947, those 
prices at wholesale have increased approximately 95 per 
cent. The index stood at 174.8 on July 26 (1926=100). 
After removal of price control and to the end of July 
the index rose 20 per cent. The increase in lumber price 
at wholesale since August 1939 led all other building 
materials with a rise of 195.3 per cent. The paint index 
rose 99.6 per cent and “other building materials” 63.1 
per cent. 

At the retail level, large increases are illustrated in a 
recent study of prices in Portland, Oregon by the United 
States Bureau of Labor Statistics. A Douglas-fir door 
that cost $2.75 in 1939 cost $9.00 in March 1947, and 
Douglas-fir dimension No. 1 rose from $28 in August 
1939 to $70 per thousand board feet in March 1947. 
Linseed oil went from 89 cents to $3.23 per gallon, and 
cement from $2.80 to $3.40 per barrel. A fair proportion 
of these rises, with the exception of fir dimension, 
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cement, and tile, came after November 1946. Hourly con- 
struction labor rates have risen from 30 per cent to 50 
per cent over prewar levels. 

It was believed in some quarters early this year that 
the peak of construction costs had been reached. How- 
ever, the full effect of the recent removal of restrictions 
on all industrial and most commercial construction had 
yet to be realized. ‘The same is true of the relaxation of 
rent controls, with its tendency to make renters “new 
home” conscious. The net etfect has been greater demand, 
increased pressure on labor and material supply, and 
higher construction costs. Now it is predicted by many 
builders that costs will not level off until 1948 at some 
10 per cent above current levels. 


Family Income in the Northwest. Costs have risen, 
but so has family income. What has happened to income 
in the Pacific Northwest since 1940? Are not home 
seekers relatively as well off today as before the war? 
Unfortuntaely, no! Had family income kept pace with 
construction costs, the housing record to date would look 
better. But even if income had doubled to match con- 
struction costs, prewar inability of at least one-third of 
the American families to purchase or rent standard- 
quality housing would still exist, as shown by United 
States Census records of rent and income. 

Income studies completed during 1946 and early 1947 
by the author, in collaboration with local housing auth- 
orities in Northwest states, show that the average family 
income of wage and salary workers has risen 66 to 79 
per cent in major urban areas on the Coast and somewhat 
less in smaller communities and in the interior states. 
The indexes of increase and average family income as 
shown below have clearly been outstripped by the 100 
per cent rise in construction costs since 1940. 


Increase in Average 

Earnings of Wage 

and Salary Workers 
1940 to 1946" 


Average Income 
of Wage and 
Salary Worker Families 

City 194° 

Seattle 

Portland 

Tacoma 

Everett ... 

Port Angeles ............ ASAP LD al 

Bremerton 

I fee rer ee eed 65 

Anaconda . , 

es A gba la A eet AT vat in 

Great Falls — 
a i ERLE LEA eet 28 


_— — 





* Income from wages and salaries only. 


A glance at the earnings and housing intentions of 
veterans shows an even more acute problem. Surveys 
made in 1946 by the United States Bureau of the Census 
and the Bureau of Labor Statistics in all states of the 
region except Wyoming indicate that the median weekly 
income of all veterans ranges from $49 to $57 among the 
various states. Veterans are willing to buy or build at a 
median-price ranging from $5,300 to $6,200, if quality 
houses are available at these prices. Likewise, they are 
willing to pay proportionate rents for rented units. If 
prices were within their financial means, approximately 
three times as many would buy or build as those indi- 
cating their intentions to do so at current prices. This is 
a sizeable demand in light of the number of married 
veterans living in single rooms or “‘doubled up”—ranging 
from 15 to 27 per cent among Northwest cities. 


If prudent family investment dictates the purchase of 
a new home at a price no greater than twice the family 
income, then the average wage and salary worker's family 
was priced out of the market in 1940, Most newly con- 
structed, average-sized, standard-quality, privately built 
dwelling units on the Coast in major urban centers cost 
$4,000 to $5.000 in 1940. An investment of three times 
average family income would have been required, and 
increasingly higher proportions for income below the 
average. The lower one-quarter or one-third of families 
on the income scale was clearly outside of the private 
housing market. 

Today the cost-income ratio is greater, and the family 
of the average veteran or wage and salary worker finds 
a new home even more out of reach. The level at which 
family income and housing cost will stabilize is indeter- 
minate at this time; but. unless the ratio is more favorable 
than in prewar years, we shall continue to build primarily 
for the luxury market. Those now living in substandard 
housing and most in need of better homes will continue 
to wait. 

To many who have recently observed postwar progress 
in meeting housing needs in England, Sweden, Holland, 
and France, it seems strange that the United States has 
not accomplished more for its veterans and middle- 
income families. England provided 24 per cent more 
homes per 1,000 population in 1946 than we did, despite 
large-scale public works and reconstruction. The achieve- 
ment in France and Sweden was nearly as high, and in 
these countries they are providing first for the most 
needy. In all three countries the standards of space and 
equipment are being raised over prewar levels, not 
lowered. Cause for reflection and concern in the present 
incongruous situation is dramatically portrayed by a 
commentator recently returned from Europe, in the fol- 
lowing words : “One of our veterans would be more likely 
to get a roof over his family’s head, this year or next, and 
eventually live in a better, more attractive and convenient 
community, if he could transfer his citizenship to poor 
England or little Sweden, perhaps even to devastated 
Holland, than here in the richest most powerful country 
on earth.’ 

We in the Pacific Northwest are proud of cur ‘ndus- 
trial and economic growth in recent years. We are work- 
ing cooperatively for the continued development of our 
rich water and land resources. But are we united in meet- 
ing the need of home construction at reasonable prices in 
ample quantity for families at all income levels ? Here isa 
challenge worthy of our best efforts and fruitful of rich 
dividends to the region. 





Shortly after the first of the year all manufacturers 
in the United States will receive questionnaires of the 
1947 nation-wide Census of Manufactures. The report- 
ing forms received by individual establishments will 
usually vary sufficiently to allow for industry differences, 
particularly in the consumption of selected materials and 
the manu facture of specific products. 





3 Catherine Bauer, ‘Europe Versus America in the Housing 
Crisis,” Journal of Housing, May 1947, p. 137. 
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INFLATION EXPERIENCE OF TWO 
OREGON BUSINESSMEN 


(Continued from page 1) 


seems to prove that retailers do not make higher prices 
by any voluntary action of their own. 

Retailers operate at a disadvantage in a market where 
prices fluctuate either up or down. When prices go up, 
the retailer cannot raise prices until all competitive stores 
have raised theirs—competition acts to prevent the 
retailer from raising prices until long after the increase 
has been initiated by the manufacturer—and in many, 
many cases the increase in cost must be entirely absorbed 
by the retailer. 

In a market where prices decline, however, the retailer 
must act at once. Not only will competition force him to 
lower prices at once; but, unless he does so, and quickly 
purchases new merchandise at the lower market price, 
he may find himself faced with greater losses later and a 
loss of sales in addition. An example of this occurred 
early this year, when stores throughout the country anti- 
cipated a decline in prices and adjusted their own retail 
prices to what appeared to be a new lower level. Sales 
volume was maintained; but markdowns or reductions 
were the highest in years in retail stores throughout this 
country. The net result has been a small sales increase 
for the average store with a decline in profit of about 
40 per cent for the first six months of 1947. 


NET PROFIT AFTER TAXES 


Western 


Dept. Stores 


All-Stores 
National Average* 
3.6% 
4.1 


























* Source: Harvard University, ‘Operating Results of Department and 
Specialty Stores in 1946.” 

t If present ratio of profits for first six months (40 per cent under 1946) 
holds true for entire year. 


Retailers are unanimously opposed to any increase in 
prices, for the reason that increasing prices themselves 
work against his chances of operating profitably and for 
the greater reason that, the higher the increases go, the 
greater will be the decline therefrom. With such a drop 
in profits as occurred this spring on a very minor reces- 
sion in price, it is apparent that the retailer faces immense 
losses should prices drop to any great extent. Thus the 
retailer can be counted on to resist higher prices to the 
limit of his ability. , 

The retailer’s position, however, is squarely between 
the consumer and the manufacturer. He must buy from 
the manufacturer what the consumer wants. He must pay 
the price the manufacturer asks—or he does not get the 
goods. If the consumer is not willing to pay that price, 
the retailer takes the loss. But, if the retailer refuses to 
pay the manufacturer his price, he does not get merchan- 
dise to sell and loses his business. So his ability to resist 
increasing prices is limited. 

In my opinion, there is only one sure way to halt our 
current price inflation. That is by production. Let supply 
overtake demand and prices will adjust themselves. In 


my opinion, we are now in a production boom at the end 
of which many lines of merchandise now in demand will 
certainly be in oversupply. Let us hope that the cure is 
not more painful than the ailment. 


FRUIT CANNERY 


Ep PITKEN 


Manager, Eugene Fruit Growers Association 


| have been asked to submit a written statement cover- 
ing the following: 


I. The rising trend of processed-food prices with 
emphasis on those items processed by the Eugene Fruit 
Growers Association. 


[I]. Producers prices for the prewar, O.P.A., and pres- 
ent periods, with underlying reasons for changes. 


IIl. Price policies of cooperatives. 


iV. Price policies of the Eugene Fruit Growers Asso- 
ciation. 


I. My observation is that prices of processed fruits 
and vegetables of the 1947 pack have not risen generally 
and, in fact, on most commodities they are either at the 
same prices or lower than in 1946; and in some cases, 
such as carrots and beets, the prices are lower than they 
were in 1943. This can be readily illustrated by our 
Exhibit “A,” in which I have shown the basic size and 
grade of the major or principal vegetables and fruits 
processed for this association’s growers. The growers lost 
their 1947 cherry crop by rain damage and none were 
available for canning; so this item is not shown in 
the schedule. 

The 1946 and 1947 prices are practically the same on 
fancy whole-grain corn and, although it is not listed in 
the schedule, the choice grade is 2% cents per dozen 
lower than in 1946. Choice cut beans and fancy diced 
beets are exactly the same ; fancy diced carrots and choice 
pears are lower than in 1946. You will also note that the 
1946 price of fancy diced carrots was the same as the 
1945 price. Under O.P.A. there was a subsidy on beans 
and corn amounting to 11 and 8 cents per dozen, respec- 
tively ; so in 1946 the prices advanced to cover the amount 
of the subsidy and the increase in cost resulting from the 
21 per cent increase in wage rates over 1945. 

Undoubtedly the prices of most processed fruits and 
vegetables for 1947 would have been considerably lower 
because of the heavy carry-over from the large 1946 pack, 
if there had not been price advances of approximately 
17 per cent on cans, 12 per cent on cases, 15 per cent on 
labels, and another advance of wage rates amounting 
to 8 per cent. All supplies and repair materials have also 
advanced. 

You will note that prices have advanced more on those 
items which use a greater amount of labor for harvesting 
and processing the product. Beans and pears are good 
examples; they show an increase over 1936 prices of 
95 per cent and 128 per cent. The harvesting costs of 
beans and pears in 1947 exceeded the gross price the 
farmer received for his crop in 1936. Exhibit “A” shows 
that, starting in 1941, there have been from one to two 
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increases per year (except for 1945) in the basic wage 
scale for men and women workers in our plants. The 
total percentage of increases in basic wage rates since 
1936 is 216 per cent for women and 192 per cent for 
men. And it must be stressed that increases due to over- 
time pay, vacations with pay, and other fringe issues are 
not reflected in Exhibit “A.” 

Il. Exhibit “B” shows the prices paid producers in 
our area by processors since 1936. Agriculture was bank- 
rupt during the 1930s because of low prices for nearly 
two decades prior to 1941. Farm income and agricultural- 
labor income was so low that the standard of living for 
these two classes was far below the average. As an 
example, when the carrot price to the grower was $7.00 
per ton, these carrots were harvested for 50 cents per ton 
and labor made from 50 cents to $1.00 per day. Now 
they earn from 85 cents to $1.00 per hour. For this 
reason, the prices the growers receive today should not be 
compared with the prewar years when the industry was in 
such distress that our whole economy was being affected 
by it. 

Furthermore, the gross return the farmer receives is 
not of primary importance; rather the net return should 
be considered. For example, out of the 1947 price of 
green beans the grower paid approximately $60.00 per 
ton for harvesting labor alone, which was $16.00 per ton 
more than he received for his 1939 bean crop. In addition 
to this, he had added expense of transporting pickers, 
and many other incidental expenses which have arisen 
during the war period. 


The government food program in 1943 increased the 
price of carrots by establishing a support price of $22.00 
per ton to the grower. Green beans and corn prices were 
increased likewise by support prices, but subsidy pay- 
ments to the processors resulted in less of an increase in 
consumer prices for these two items. 

Food crops during and after the war have been in com- 
petition with other crops for acreage, and it has been 
necessary for processors to bid up to secure raw 
materials. Increased demand for crops for sugar, oil, 
fibres, poultry and dairy feeds, and seed crops have 
seriously affected the market. 

Increased purchasing power of the public has increased 
the consumption of processed vegetables approximately 
50 per cent and, since this greater demand has expanded 
production of these crops, the prices have had to be high 
to the grower to bring in the submarginal producers. May 
[ refer to the study made by Oregon State College of the 
cost of growing Blue Lake green beans in 1946 (Circular 
of Information No. 415, August 1947) ? The ten highest- 
cost producers of the group studied were operating at a 
loss when they sold their crop at the 1946 prices of beans 
for processing. The study shows that 80 per cent of the 
production cost was for labor and that the total expenses 
exceeded the value of the land itself, so there was con- 
siderable risk involved. We found that this factor 
affected our association’s ability to obtain for processing 
all of the green beans the plant could process in 1946. 
Only 95 per cent of the quantity desired could be obtained 
that year. 


EXHIBIT “A.” EUGENE FRUIT GROWERS ASSOCIATION 


——-Selling Prices per Dozen* ~ 





guammee 
Choice Fancy aucy 
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PERCENTAGE OF INCREASE IN SELLING Price AND Wace Rates 


1947 over 1936 27 29 48 128 
1947 over 1941 27 38 48 70 
1947 over 1945 13 6 —10 3 22 


ie Column 1 to 4, inclusive, No. 2’s; column 5, No. 2%4’s. 











216 
105 
32 


t Includes subsidy of 11 cents per dozen for beans, and 8 cents per dozen for corn. 


EXHIBIT “B.” EUGENE FRUIT GROWERS ASSOCIATION 
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* Information not available. 
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III. Price policies of cooperatives in general are un- 
known to me, but most producer cooperatives have been 
organized because the growers had difficulty finding a 
stable market for their products. It was for this reason 
that the growers in Lane County, Oregon formed the 
Eugene Fruit Growers Association in 1908. When they 
could not find a buyer for their fruit because of the effect 
of the 1907 depression they started a cannery to process 
their crops. Our processing plant has prevented the loss 
of food crops and created a more stable market for farm 
crops in this area. 


IV. I would define the pricing policy of the Eugene 
Fruit Growers Association as follows: 

To establish prices commensurate with costs and 
market conditions which will bring to our growers a con- 
sistent return over a period of years and allow for maxi- 
mum production from their acreage. Stable prices are 
preferred rather than extremely high prices that migitt be 
followed by prices below the cost of production. Conse- 
quently, the farmers who market their crops through the 
Eugene Fruit Growers Association are more interested 


in the sale of their produce at prices that will insure them 
a stable market over a period of years. This can best be 
illustrated by the decision to continue to develop their 
processing plant rather than to sell on the fresh market 
as was done in the first years of the association’s history. 

At times, adverse market conditions make it necessary 
to sell below the cost of production and the return to the 
growers is affected adversely. The return to the associa- 
tion’s growers reflects the price of the produce, interest 
cost to finance operations that would not have been 
necessary if the crop was sold for cash, as well as a profit 
or loss on the processing venture. 

The Eugene Fruit Growers Association uses the same 
marketing channels as the independent canner. Food 
brokers are utilized to sell our products to wholesale food 
dealers and chain-store organizations throughout the 
country. The association’s practice has been to allocate 
the available canned foods to its customers on an equitable 
basis, either for distribution under the customer's private 
labeis or under our own labels. We have received many 
complimentary letters for this policy, as well as for the 
equity practiced in pricing the products. 





CURRENT BUSINESS TRENDS IN OREGON 


BANK DEBITS 


Bank debits represent the dollar value of the checks drawn against individual deposits. Approximately 90 per cent of all goods, property, and 
services is paid for by check. Bank debits are regarded as indicators of the general trend of business, though their value for this purpose may be 
impaired by substantial changes in the level of prices. The Bureau of Business Research collects bank debits from 92 banks and branches monthly. 
On occasion, the totals for the same month in different issues of the Review are not directly comparable because of necessary adjustments in basic data. 


Number of 
, ; Banks 
Marketing Districts Reporting 


Oregon 86 


Debits 
Sept. 1947 


$974,790,930 
608,598,074 
79,571,931 


Debits 
Aug. 1947 


$879,148,546 
557,124,707 


Debits 
Sept. 1946 


$804,458,869 
513,511,030 


Sept. 1947 compared with 
Aug. 1947 Sept. 1946 


+21.2% +10.99 
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BUILDING PERMITS 
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rmits give an indication of building operations planned rather than actual construction under way. Care must be taken, in interpreting 


these data, to allow for the lag which may elapse between the issuance of the permit and the beginning of actual construction. The data have been 


collected by the Bureau of Business Research. 
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New New 
Residential Nonresidential 
Sept. 1947 Sept 





. 1947 


Additions, Alterations 
epairs 
Sept. 1947 


Totals 


Sept. 1947 


Totals 
Sept. 1946 


$ $ 52,400 














12,500 
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$3,235,110 


13,035 
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$ 915,782 
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